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Recommendation: 

 
That the Council: 

 

• Adopt the resolution approving a Substantial Amendment 

to the FY 2014-15 Community Development Block Grant 

(CDBG) Annual Action Plan for the implementation of the 

Hayward Promise Neighborhood Street Improvement 

Project. 

 



CDBG Program Overview 

 

• Created by Congress in 1974 

 

• 1,209 CDBG grantee jurisdictions nationwide 

 

• Administered by U.S. Dept of Housing and Urban 

Development (HUD) 

 

• City of Hayward has received formula grant funding 

annually since 1976 

 

• FY 2014-15 CDBG grant award: $1.32 million. 
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CDBG National Objectives 

 
1. Benefit low- and moderate-income persons; 

 

2. Prevent or eliminate slums or blight; 

 

3. Address urgent needs that pose an immediate and serious 

threat to the health and welfare of the community for 

which other funding is not available. 

 

All CDBG activities must substantively meet one or more of 

these national objectives. 
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Eligible Activities 
 
• Construction of public facilities and improvements, 

including street improvements 
 

• Rehabilitation of residential and non-res. structures 
 

• Economic development / job creation assistance for small 
businesses 
 

• Public Services, i.e. social services (subject to categorical 
formula cap) 

 
More detail: CDBG Compliance Policy Manual, adopted by 

Council on September 16, 2014 
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Review and Update 

 
• HUD is conducting comprehensive reviews of CDBG 

grantee jurisdictions nationwide 

 

• City of Hayward selected for a comprehensive review 

spanning all 38 program years (1976 – 2014) 

 

• Final City response letter due to HUD by November 1, 2014 

 

• Full Council report and status update scheduled on 

November 4, 2014. 
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Required Action Steps 

 

• Council authorization of a Substantial Amendment to 

utilize unspent CDBG fund balance identified during the 

review of past program years 1976 – 2014. 

(Pending Council approval on October 21, 2014.) 

 

• Provide a written plan of action to HUD for resolving all 

remaining concerns no later than November 1, 2014. 

(Pending completion by staff.) 
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Overview 
 
• Comprehensive review and reconciliation of 38 program 

years 1976 – 2014  
 

• $1.38 million identified = approximately 2% of all CDBG 
funds received by the City from 1976 – 2014 
 

• Cumulative result of past years in which CDBG funding 
recipients failed to spend the full amount allocated to 
them. 
 

• HUD requires that the reconciled funds be spent on an 
eligible, shovel-ready project (12 month timeframe) 
 

• Inability to timely expend the funds on an eligible project 
would result in forfeiture back to the U.S. Treasury. 
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Per HUD requirements, projects must: 
 
• Substantially meet CDBG national objective 

 
• Meet CDBG eligibility requirements 

 
• Not include funding for operations/services (due to 

categorical spending cap) 
 

• Be completed within the 12-month timeframe for use of 
the reconciled funds. 
 

Only one identified project meets all of the above 
requirements. 
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Eden Youth and Family Center reconstruction 

 

• Proposed project is still in conceptual phase 

 

• Project is not shovel-ready 

 

• Reconstructed center could not be completed and 

operational within the required 12-month timeframe. 

 

Project doesn’t meet timeframe requirements. 
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Property acquisition for prospective community 

center concept on Mission Blvd. 

 

• Proposed center is still in early conceptual phase 

 

• Project is not shovel-ready 

 

• Property acquisition and construction of the center could 

not be completed and operational within the required 12-

month timeframe. 

 

Project doesn’t meet timeframe requirements. 

 

 
CDBG Substantial Amendment – October 21, 2014 



Property acquisition and/or rehabilitation for 
prospective homeless service center concept 

 
• Project is conceptual and is not shovel-ready 
• No property or site has been identified 
• No operating funds have been identified 
• No fiscally sustainable, CDBG-compliant agency has been 

identified to operate facility 
• Property acquisition and/or rehabilitation could not be 

completed and operational within the 12-month 
timeframe. 
 

Project is infeasible due to eligibility and timeframe issues. 

 

CDBG Substantial Amendment – October 21, 2014 



Fire Station Health Clinic 
 
• Project’s procurement process was already underway by 

the time CDBG funds were considered 
 

• CDBG procurement requirements are more stringent than 
the procurement process already in motion 
 

• No way to change the procurement process to meet the 
more stringent CDBG requirements after the process had 
begun. 
 

Project timing is incompatible with these funds, causing 
project to be ineligible. 
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Photovoltaics on new library facility 

 

• Energy conservation projects may only be undertaken for 

the benefit of low-income homeowners 

 

• Public facilities are ineligible for energy conservation 

projects 

 

Project is ineligible for CDBG funds. 
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Residential solar program (PAYS) 

 

• Eligibility limited to home water efficiency projects (i.e. 

water-efficient fixtures); or home energy efficiency (i.e. 

storm windows, insulation, heating and cooling equipment) 

 

• Programs must be conducted by a designated Community 

Based Development Organization (CBDO). 

 

As currently structured, program is ineligible for CDBG. 
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Public services (e.g. shelter services, food 
distribution, etc.) 

 
• HUD caps spending in the public services category  by 

formula (approximately 15% of the City’s annual CDBG 
award) 
 

• Reconciled funds from 1976-2014 do not change the cap. 
 

• Council has allocated the maximum allowed amount to 
public services activities.  
 

• If the City exceeds the spending cap, the overspent 
amount must be returned to the federal government. 
 

All public services options are ineligible due to spending cap. 
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Housing Rehabilitation Program 

 

• The program is in the process of being modified to meet 

new HUD guidelines 

 

• The program could not feasibly expend the funds within the 

required timeframe. 

 

This option is infeasible due to timeframe issues. 
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Economic Development  

 

• No shovel-ready economic development projects that meet 

a National Objective and meet the job creation and 

retention requirements have been identified. 

 

This option is infeasible due to eligibility and timeframe 

issues. 
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Although many projects were reviewed by staff in consultation with 
HUD, only one project met all of HUD’s criteria for the use of the 
reconciled funds: 
 
• CDBG national objectives 
• Eligible project types 
• No funding for public services 
• Required timeframe for project completion. 

 
Due to the categorical cap on public services spending, 

the only eligible way to spend these funds is toward 
infrastructure or construction-only projects.  

 
If the City fails to timely spend these funds on an eligible 

project, the City must forfeit the money back to the U.S. 
Treasury. 
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Hayward Promise Neighborhood Street Improvement 
Project 
 
• Timeliness spending test is critically important 

 
• HUD has provided prior review and approval of project 

 
• CDBG-eligible low-income census tract  

 
• High need area of Hayward 

 
• Project meets all criteria for CDBG eligibility 

 
• Demonstrable public benefit (CDBG National Objective #1) 
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Streets recommended for 

pavement improvements 





Hayward Promise Neighborhood Street Improvement 

Project 

 

• Environmental Impact meets criteria for Categorical Exemption 

 

• Shovel ready project can be completed within 12 months 

 

• Does not impact categorical spending cap on public services 

 

The Hayward Promise Neighborhood has been identified by the City 

and a coalition of partners as a focus neighborhood for 

significant infrastructure and education reinvestment. 
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Recommended Next Steps 

October 21, 2014  

 
• Adopt the resolution authorizing a Substantial Amendment to 

the FY 2014-15 CDBG Annual Action Plan for the Hayward 

Promise Neighborhood Street Improvement Project. 

 

• Council authorization would complete the full reconciliation of 

the City’s CDBG program including all previously allocated 

CDBG project funds spanning the years 1976-2014, as 

required by HUD. 
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